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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


HOUSING FOR CIVILIAN EMPLOYEES OF THE 
ARMED FORCES 





WEDNESDAY, MAY 2, 1956 


House or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
New Hovuse Orrice BuILpIne, 
Washington, dD. C. 
The committee met at 10 a. m., the Honorable Paul Brown presiding. 
Present: Messrs. Brown, Patman, O’Hara, Vanik, Holland, Wolcott, 
Talle, Mumma, McVey, and Bass. 
Mr. Brown. The committee will come to order. 
We are met this morning to take up 8. 3515. 
(The Senate report and bill follow:) 





[S. Rept. No. 1777, 84th Cong., 2d sess.] 


The Committee on Banking and Currency, to whom was referred the bill 
(S. 3515) to amend the National Housing Act, as amended, to assist in the pro- 
vision of housing for essential civilian employees of the Armed Forces, or a con- 
tractor thereof, at research and development installations, having considered 
the same, report favorably thereon with amendment and recommend that the 
bill as amended do pass. 


} GENERAL STATEMENT 


This bill would add a new section 809 to title VIII of the National Housing 
Act, as amended, to provide mortgage insurance on homes to be owned by private 
individuals who are essential civilian employees of the armed services, or em- 
plovees of contractors of the armed services, at research and development instal- 
lations. Mortgage terms available under the bill are the same as those available 
under section 203 of the National Housing Act, the FHA’s regular program of 
mortgage insurance for sales housing. 

In order to qualify for insurance under the proposed new section, an individual 
would be required to hold a certificate issued by the Secretary of Defense which 
certifies that (1) he requires housing, (2) he is, on the date of the certificate, a 
civilian employed at a research and development installation of one of the armed 
services of the United States, or an employee of a contractor of the armed services, 
and (3) he is considered by the armed services to be an essential, nontemporary 
employee at such date. 

In addition to issuing the certificate attesting to the employment status of each 
essential civilian and his need for housing, the Secretary of Defense would be 
required to certify to the Commissioner of FHA that housing is necessary for these 
civilian employees and that there is no present intention to substantially curtail 
the number of such civilian personnel assigned or to be assigned to such installa- 
tions. The latter certificate would be conclusive evidence to the FHA Com- 
missioner of the need for housing, but if the Commissioner should determine that 
mortgage insurance on such housing is not an acceptable risk he could require 
the Secretary of Defense to guarantee the armed services housing mortgage 
insurance fund from loss with respect to the mortgages in question. 

The program contemplated by this bill, unlike section 203, would not be gov- 
erned by the test of economic soundness. The necessity for waiving the economic 
soundness requirement, applicable under section 203, arises from the fact that 
the housing program for essential civilians is intended to serve certain critical 
areas where the economic base consists to a disproportionate extent of research 
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and development activities being conducted by the military. In such com- 
munities, the present urgent housing demand has not been met. Adequate 
housing for the essential civilians covered by this bill is considered to be an in- 
dispensable prerequisite to the orderly functioning of the national security pro- 
gram. 

This is the present situation which exists at the Redstone Arsenal at Huntsville, 
Ala. The Department of Defense has designated the Redstone Arsenal as an 
installation for the study and development of the intermediate continental bal- 
listic missile program. Without a special FHA program, adequate housing cannot 
be provided for the essential scientists and technical personnel vitally needed for 
the development program. 

There is an immediate need for some 241 housing units. Even though the 
Department of Defense has certified that the need will grow to 741 units by 
June 30, 1956, the FHA refuses to issue mortgage insurance under its regular 
program. FHA refuses to issue mortgage insurance for essential civilian per- 
sonnel because homes built for these workers at such an installation would be 
above and beyond those needed for the normal growth of Huntsville. In FHA’s 
opinion, homes built in excess of those needed for normal growth of a community 
cannot meet the test of economic soundness required by section 203 of the National 
Housing Act. 

The committee is advised that identical problems pertain at the Naval Ord- 
nance Test Station at China Lake, Calif., and Patrick Air Force Base at Cocoa, 
Fla. Other installations will probably be faced with the same situation in the 
immediate future. 

During the past several years of great scientific and technological advances the 
civilian employee has come to play an increasingly important role in every pro- 
gram undertaken by the Armed Forces, especially research and development 
programs. The essential civilian employee is now as integral a part of the Armed 
Forces as the man in uniform. Many of these essential civilians, according to the 
Department of Defense, are hopeful of pursuing professional careers as emplovees 
of the Armed Forces. In view of the probability that this type of defense per- 
sonnel will be needed at or near the military installation for some time to come, 
it is necessary to insure these employees a reasonable opportunity to obtain 
adequate housing in the vicinity of their employment. 

While there is presently available no accurate estimate of how many umits 
may be needed under this program, it seems reasonable to estimate that for the 
coming year a limit of 10,000 units would meet all requirements. In order to 
maintain some control on this program, the Secretary of Defense is required to 
issue a notice of eligibility to the civilian worker which will secure for him the 
right to become a mortgagor under this section. It is expected that the Secretary 
of Defense will establish appropriate regulations defining essential civilian workers 
to be aided in this program. 

The committee feels that the bill as amended will meet a housing need and 
serve a program which is an integral part of the Nation’s defense. 





Housinc AND HoMg FINANCE AGENCY, 
Urspan RENEWAL ADMINISTRATION, 
Washington, D. C., April 11, 1956. 
Re Ss. 3515, 84th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Mr. CuHarrMAN: This is in further reply to your letter of March 26 
requesting the views of this agency on S. 3515, a bill to amend the National 
Housing Act, as amended, to assist in the provision of housing for essential civilian 
employees of the Armed Forces. 

This bill is designed to supplement the system of mortgage insurance under 
section 803 of the National Housing Act in order to provide mortgage insurance 
covering 1- to 4-family dwelling units to be owned by private individuals who 
are essential civilian personnel of the Armed Forces. The mortgage terms which 
would be made available under the bill are the same as those available under 
section 203 of the National Housing Act, which authorizes the FHA’s regular 
program of mortgage insurance for sales housing. However, the program con- 
templated by the bill would differ from the program under section 203 in that 
the economic soundness criterion applicable to section 203 housing would be 

















HOUSING FOR CIVILIAN EMPLOYEES OF ARMED FORCES 3 


waived. The program authorized by the bill would differ from the Capehart 
military housing program authorized under section 803 in that the proposed 
housing would be sales housing rather than rental housing. 

The necessity for waiving the economic soundness requirement applicable under 
section 203 arises from the fact that the proposed new program is intended to 
serve certain communities where the economic base consists to a disproportionate 
extent of military production. In such communities, the present urgent housing 
demand may prove to be greater than the long-range demand. On the other 
hand, because the civilian employees intended to be housed under the program 
are long-term employees, it would not be appropriate to limit the program to the 
type of rental housing which section 803 provides for military personnel who are 
subject to frequent transfer. 

The Housing Agency recognizes that the bill is designed to meet a very real 
problem. It also recognizes that the insurance of mortgages which are not subject 
to the economic soundness test involves an extraordinary financial risk on the part 
of the Federal Government. In recognition of this fact, the bill very properly 

rovides that the Federal Housing Commissioner may in certain cases require the 
Secretary of Defense to guarantee the FHA mortgage insurance fund from loss 
with respect to housing insured under the bill. Of course, in all cases, the risk of 
loss would fall upon one or another agency of the Federal Government. 

If the Congress believes that considerations of national defense justify taking 
the financial risks involved in the legislation, the Housing Agency would have no 
objection to the enactment of legislation along the lines of S. 3515. However, if 
favorable action is to be taken, we believe it essential that technical drafting 
deficiencies, particularly erroneous cross-references, be corrected. The enclosed 
draft would, in our opinion, avoid these deficiencies and needless difficulties of 
administration. It would also make two further important changes in the bill, 
both of which are recommended by the Department of Defense. It would limit 
the program to research and development installations and would make essential 
employees of contractors of the Armed Forces at such installations eligible for the 
mortgage insurance aid. 

The Bureau of the Budget has advised us that there is no objection on the part 
of the Bureau to the submission of this report. 

Sincerely yours, 
ALBERT M. Cour, Administrator. 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 
Washington, D. C., April 12, 1956. 
Hon. J. W. Futsriear, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Dear Mr. CuHarrMAN: This is in reply to your request for the views of the 
Department of Defense on 8S. 3515, a bill now under consideration by your 
committee. 

The Department still believes that housing for civilian employees at research 
and development installations of the Armed Forces can be provided in many 
cases under existing legislation. However, in order to assure the provision of 
this urgently needed family housing, in all instances, the Department supports 
enactment of the proposed legislation, subject to the following recommendations. 

Inasmuch as the purpose of the bill is to aid in the recruitment and retention 
of qualified scientific and research personnel, it is necessary to make its benefits 
available to employes of firms holding research and testing contracts as well as 
to civilians employed directly by the Armed Forces. Also, use of the word 
“permanent” in describing such civilian employees is ambiguous, in that it might 
be interpreted as referring to the civil-service status of the individual. Further, 
in order to restrict the applicability of this program, as intended, it is believed 
that the proposed legislation should refer to research and development installa- 
tions. Accordingly, the following changes in the bill are recommended to correct 
these deficiencies: 

Amend the title of the bill by adding at the end thereof the words ‘‘and their 
contractors at research and development installations.”’ 

On page 2, line 1, substitute “‘eligible’”’ for ‘‘permanent’’. 

On page 2, line 2, following ‘‘Forces’’, delete the period and add “and of their 
contractors at research and development installations.” 
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On page 3, line 11, delete ‘‘mortgagor’”’ and substitute therefor ‘‘occupant”’. 

On page 3, line 15, substitute ‘‘an essential’’ for ‘‘a permanent’. 

On page 3, line 15, after ‘‘of” insert the words “the Armed Forces or their 
contractors at”’. 

Since the proposed legislation applies to civilian housing in the communities 
supporting research and development installations, it would appear that section 
80% (b) (2) relating to quarters at military installations is not directly applicable. 
Therefore, this section should be designated as inapplicable [on page 2, line 15, 
following ‘‘(b) (1)’’, insert ‘‘(b) (2)’’], and section 809 (c) of the proposed legislation 
should be revised as follows: 

“(c) The total number of dwelling units in property covered by mortgages 
insured under this section shall not exceed the aggregate number of dwelling units 
which the Secretary of Defense and the Commissioner, acting jointly, have deter- 
mined to be needed at each research and development installation for the adequate 
housing of civilian personnel who are eligible to rent or purchase dwelling accom- 
modations in property covered by mortgage insurance authorized by this section. 
In connection with the joint determination of need, the Secretary of Defense 
shall certify to the Commissioner that (1) the installation is a permanent research 
and development establishment of the Armed Forces, (2) there is no intention, 
so far as can reasonably be foreseen, to substantially curtail the number of civilians 
employed or to be employed at the installation, and (3) failure to provide such 
housing will adversely affect the national defense effort.’ 

The Department of Defense is opposed to guaranteeing the armed services 
housing mortgage insurance fund. The proposed legislation would provide hous- 
ing in civilian communities for occupaney by personnel not subject to military 
control and assignment. It would be inappropriate to require the Department 
of Defense to guarantee the fund where the occupants of the housing provided 
are not subject to its control, other than with respect to performance of duties. 
It is believed that the fund will be sufficient to sustain whatever losses may be 
incurred, particularly if the insurance premium for mortgages insured under 
section 809 is established at a rate of one-half of 1 percent—a rate commensurate 
with that applicable to civilian housing mortgages insured under title II of the act. 

In any case, it is believed that provision for such guaranty is superfluous and 
undesirable. Even if there should be default and insufficient moneys in the 
fund, the Government, not the Federal Housing Administration or the Depart- 
ment of Defense, would, in the last analysis, be required to make up such loss. 
To require the Department of Defense to seek funds for any deficiency that might 
arise in another Government agency account would appear only to complicate 
the program. Therefore, it is recommended that the last two sentences of section 
809 (ce) be deleted. 

The Bureau of the Budget has advised that, while it has no objection to the 
submission of this report, it believes that the guaranty provision in 8. 3515 might 
assist in providing adequate housing for essential civilians. 

Sincerely yours, 
ticHARD A. BuDDEKE, 
Director, Legislative Programs. 


AMENDMENT 


The bill as originally introduced was amended in order to perfect the language 
along the lines suggested by the HHFA. The amendment also adopts all of the 
suggestions made by the Department of Defense except that which refers to the 
guaranteeing of the subject mortgages by the Department of Defense. The 
objection of the Department of Defense to guaranteeing these mortgages is 
known to the Bureau of the Budget, which subsequently has taken the position 
that it approves the legislation as amended. 


[S. 3515, 84th Cong., 2d sess.] 


AN ACT To amend the National Housing Act, as amended, to assist in the provision of housing for 
essential civilian employees of the Armed Forces 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That title VIII of the Housing National Act, as 
amended, is amended by adding at the end thereof a new section as follows: 
“Src. 809. (a) Notwithstanding any other provisions of this title and in addi- 
tion to mortgages insured under section 803, the Commissioner may insure any 
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mortgage under this section which meets the eligibility requireme 
section 203 (b) of this Act: Provided, That a mortgage insured under this sec- 
tion shall have been executed by a mortgagor who at the time of insurance is the 
owner of the property and either occupies the property or certifies that his 
failure to do so is the result of a change in his employment by the Armed Forces 
or a contractor thereof and to whom the Secretary or his designee has issued a 
certificate indicating that such person requires housing and is at the date of the 
certificate a civilian employee at a research and development install: _ of one 
of the Armed Forces of the United States or a contractor thereof and is con- 
sidered by the Armed Forces to be an essential, nontemporary employee at such 
date. Such certificate shall be conclusive evidence to the Commissioner of the 
employment status of the mortgagor and of the mortgagor’s necd for housing. 

“(b) No mortgage shall be insured under this section unless the Secretary or 
his designee shall have certified to the Commissioner that the housing is neces- 
sary to provide adequate housing for such civilians employed in connection with 
such a research and development installation and that there is no present inten- 
tion to substantially curtail the number of such civilian personnel assigned or to 
be assigned to such installation. Such certification shall be conclusive evidence 
to the Commissioner of the need for such housing but if the Commissioner deter- 
mines that insurance of mortgages on such housing is not an acceptable risk, he 
may require the Secretary to guarantee the Armed Services Housing Mortgage 
Insurance Fund from loss with respect to mortgages insured pursuant to this see- 
tion. There are hereby authorized to be appropriated such sums as may be 
necessary to provide for payment to meet losses arising from such guaranty. 

“(e¢) The Commissioner may accept any mortgage for insurance under this 
section without regard to any requirement in any other section of this Act, that 
the project or property be economically sound or an acceptable risk. 

(a) Any mortgagee under a mortgage insured under this section is entitled to 
the benefits of insurance as provided in section 204 (a) with re 
insured under section 203. 

“(e) The provisions of subsections (b), (¢), (d), (e), (f), (@), (h), and (j) of sec- 
tion 204 shall apply to mortgages insured under this section except that as ap- 
plicable to those mortgages: (1) all references to the ‘Fund’ or ‘Mutual Mortgage 
Insurance Fund’ shall refer to the ‘Armed Services Housing Mortgage Insurance 
Fund’ and (2) all references to section 203 shall refer to this section. 

‘“f) The provisions of sections 801, 802, 803 (c), 803 (i), 803 (j), 804 , 
(b), and 807 and the provisions of section 808 (a) relating to the aggregate amour 
of all mortgages insured and the expiration date of the Commissioner’s authority 
to insure under this title, shall be applicable to mortgages 
section.” 

Passed the Senate April 19 (legislative day, April 9), 1956. 

Attest: 


tits set forth in 


spect to mortgages 
I 


a ree 


insured under this 


FELTON M. JOHNSTON, 
Secretary. 
Mr. Brown. The clerk will call the first witness. 
The CLierx. The Honorable Norman P. Mason, 
Federal Housing Administration. 
Mr. Brown. We are very glad to have you with us again, Mr. 
Mason. You may proceed. 


Commissioner, 


STATEMENT OF HON. NORMAN P. MASON, COMMISSIONER, 
FEDERAL HOUSING ADMINISTRATION 


Mr. Mason. Mr. Chairman, I have a short prepared statement. 
Would you like me to read this? 

Mr. Brown. You may read it. 

Mr. Mason. Thank you, sir. Mr. Chairman and members of the 
committee, my name is Norman P. Mason. I am Commissioner of the 
Federal Housing Administration. I am happy to appear before you 
this morning to discuss the Administration’s views on S. 3515, a bill 
to amend the National Housing Act, as amended, to assist in the 
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provision of housing for essential civilian employees of the Armed 
Forces. 

Mr. Brown. I might say, Mr. Mason, that the chairman is attend- 
ing Senator Barkley’s funeral. That is why he is not here this morning. 

Mr. Mason. I am sure the meeting is admirably chairmaned by 
you, sir. 

The Administration favors the enactment of this proposal in its 
present form. 

As you know, FHA’s regular program of mortgage insurance on 
1- to 4-family homes under section 203 of the National Housing Act 
requires that in issuing commitments for mortgage insurance the 
directors of the FHA field offices take into consideration the long- 
range economic soundness of proposed mortgage transactions. Since 
this is a mutual mortgage insurance program designed to provide 
mortgage insurance on homes with long-range economic value based 
upon the needs and growth of the community, Congress provided 
the criterion of economic soundness. 

Therefore, in communities where there is a rapid expansion of 
employment concerned primarily with the buildup of military installa- 
tions and where the alternative employment possibilities in the com- 
munity would not support a greatly expanded inventory of housing, 
FHA is unable to insure long-term mortgages under section 203 for 
housing beyond the normal growth requirements of the community. 
This program, therefore. is unable to alleviate certain special housing 
problems created at military installations, particularly at research 
and development installations of the Armed Forces where a large 
proportion of the increased employment consists of scientific and 
technical personnel. These civilian employees would typically prefer 
housing accommodations that are integrated with the local community 
rather than being provided with housing on the post in Government- 
owned accommodations as might be possible under the present pro- 
visions of section 803. They would be personnel with employment of a 
nontemporary nature interested in acquiring a home in the community. 
This bill amends title VIIT of the National Housing Act to permit 
FHA, under certain circumstances, to issue additional commitments 
for mortgage insurance on home properties for this type of personnel 
without applying the test of economic soundness. 

We favor the provisions of S. 3515 because we believe they will 
permit us to provide mortgage insurance on additional needed housing, 
on the same terms as available under the regular FHA home mortgage 
program, for civilian personnel at these Armed Forces installations. 
This amendment would permit the local home building industry to 
provide home ownership housing for these civilian employees in 
keeping with their individual desires. 

Since the risk of loss to FHA on these mortgages is closely tied to 
national-defense activities, mortgages on housing built under this 
proposed amendment would not involve the mutual mortgage in- 
surance fund, but would be insured under the armed services housing 
mortgage insurance fund for military housing. Furthermore, there 
is provision that the Secretary of Defense be required to guarantee 
the armed services housing mortgage insurance fund from loss if 
the FHA Commissioner should determine that mortgage insurance on 
such housing in any locality is not an acceptable risk. This provision 
will assure that the local FHA insuring office will consult with the 
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commanding officer of the Military Establishment involved con- 
cerning the extent of housing to be provided under this program. 
This consultation will permit full consideration to be given to the 
effects of such additional housing production on the local housing 
market and to the integration of such construction with the normal 
home building program in the area. 

I have been authorized by the Bureau of the Budget to state that 
there is no objection on the part of the Bureau to this proposal. 

Mr. Chairman, I would be very happy to answer any questions 
that you may have. 

Mr. Brown. Mr. Mason, how many units do you expect will be 
provided under this bill at Huntsville, Ala.? 

Mr. Mason. The number necessary, over the entire country, Mr. 
Chairman, will be small. If I remember the wishes of the military, 
for this year perhaps something over a thousand units for Huntsville. 

Mr. Brown. How urgent is the need for these units? 

Mr. Mason. The need is really urgent, sir; not only : 
but at Cocoa, Fla., China Lake, Calif., and about 2 or 3 
that I know of currently around the country. 

There is an airbase in New Mexico—I ean’t think of the others 
at the moment, but there are these places where we have these pro- 
grams of research and experimentation in the development of new 
guided missiles. We need, in these places, to have a great number of 
civilian personnel who are not in uniform, and who need to be at- 
tracted to these communities, to come and stay and work. 

This situation is not, as it was in wartime, one in which these people 
can be urged solely for patriotic reasons, to bring their families and 
suffer privations, living in barracks, and that sort of thing. These 
people need to have a normal community life in connection with this 
work which they are doing. And this work has to be done, naturally, 
not in the great centers of population. Therefore, the need, in our 
estimation, is really a very urgent one, and it is urgent that it be 
handled as promptly as possible, Mr. Chairman. 

Mr. Brown. What is the criteria of these units? 

Mr. Mason. The type of units is to be primarily whatever the 
individual himself would like, sir. I don’t know as I understand 
exactly the question, as to the criteria. 

Mr. Brown. What do they have to provide in order to qualify? 

Mr. Mason. As it is envisioned by this legislation, Mr. Brown, the 
military would determine, themselves, which individuals among their 
civilian personnel working on these projects need this type of housing, 
and would issue to these people a certificate, which the FHA in turn 
would recognize and would use as the basis for lhiome mortgage insur- 
ance under this separate program, rather than under the regular 203 
program. 

Mr. Brown. Mr. Patman, do you have any questions? 

Mr. Parman. Thank you, Mr. Chairman. 

Mr. Mason, would Fannie Mae be eligible to purchase these mort- 
gages? 

Mr. Mason. This would be an FHA insured loan, Mr. Patman, 
and I am sure the Federal National Mortgage Association and all 
regular purchasers of paper would buy it; yes, sir. 

Mr. Parman. How much is FNMA paying for mortgages now? 
What is their standard going rate? 


it Huntsville 
other places 
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Mr. Mason. I am sorry, Mr. Patman, but I don’t have that exact 
figure. It is less than the industry wishes they would pay, I know 
that. 

Mr. Parman. I hear something about getting stock in FNMA. 
[ haven’t kept up with that. What is the approach there, if you want 
to sell a mortgage to the Federal National Mortgage Association, are 
you required to take so much stock of the Association? 

Mr. Mason. Yes, sir, Mr. Patman, you are. You are required to 
take some stock in FNMA for each mortgage that you sell to it; 
and besides this, you pay certain servicing charges in connection with 
placing the mortgage. I don’t know that we have that exact informa- 
tion, but I can furnish it. 

Mr. Parman. But the service charges, are they such as to dis- 
courage people from trying to deal with FNMA? 

Mr. Mason. The charges are such that FNMA is below the market 
price, and not above it. 

Mr. Parman. Below the market price? 

Mr. Mason. Yes, sir. 

Mr. Parman. I think it is important to know what is being paid 
now. Don’t you have anyone present who can give us that informa- 
tion? 

Mr. Mason. Mr. Patman, I would rather get this information and 
supply it to the committee. We don’t have it at this time. 

Mr. Parman. Suppose you negotiate for the sale of a $10,000 
mortgage to F NMA, at 97, that means FNMA will pay you $9,700? 
Or will certain deductions be made for service charges and for stock? 

Mr. Mason. Well, you see, I don’t have the schedule before me, 
sir, and I would hesitate to say. But the 97, as I understand vour 
question, would be the purchase price only and does not encompass 
the 3 percent stock. The required stock investment is 3 percent. 

Mr. Parman. Could you get someone who could answer those 
questions, Mr. Mason? 

Mr. Mason. Yes, sir, we could. Would you like to have a person 
come here, sir, or— 

Mr. Patman. I would like to request that, Mr. Chairman. I think 
it is important. There have been a lot of changes in Fannie May in 
the last few years. 

Mr. Brown. Have we anyone here? 

Mr. Mason. I haven’t someone present, sir, but I can call someone 
and have them here in half an hour or so. 

Mr. Parman. Well, at any time. 

Mr. Mason. You would rather have the individual than the state- 
ment? 

Mr. Parman. What is this spread in New York as compared to 
San Francisco? Don’t you have a definite spread there, according to 
regions? 

Mr. Mason. You are talking about the Federal National Mortgage 
Association’s price? 

Mr. Parman. Yes, sir. 

Mr. Mason. Mr. Patman, I couldn’t answer the question accu- 
rately. I would say, Mr. Patman, that for the military mortgages, 
Federal National Mortgage Association offered a figure of 99%, for 
the tithe VIII mortgages, but the ones which have been sold today 
have been sold to industry and have not been bought by FNMA 
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Mr. Parman. Mr. Fink has some statements here which he has 
called to my attention, and for New York you get about one point 
more on a mortgage than you do in California. There is a one-point 
difference there. 

Whet I can’t understand is why FNMA wouldn’t carry out the 
true intent of the Federal Reserve Act and make it possible for people 
in the remote sections to get credit at the same rate as those in the 
congested areas. I can’t understand that. Why would you 
criminate against people because they are from remote sections of 
the country, or from different sections of the country? Do vou have 
any explanation of that, Mr. Mason? 

Mr. Mason. No. You see, Federal National Mortgage Association 
doesn’t come under my responsibility, Mr. Patman, so I am not able 
to influence their thinking, and I do not have an explanation for it. 


=) * 


dis- 


ragwes 


I have the current explanation which is the ordinary one made in 
the trade, so to speak, that FNMA supports the price of mortgag 
slightly below the market, and that the market is different in certain 
parts of the country. In areas like New York and New England, 
where funds are ample, the rate is different than it is in California or 
Texas, where there is a shortage of capital and capital has to be 
attracted. 

Mr. Patman. I know, but the Federal Reserve Act was intended 
to make capital available everywhere, because the Government’s 
credit is used initially and basically to make it available, and it was 
intended that credit should be available everywhere in the United 
States at the same rate. T can’t understand why FNMA would do 
anything that would be disruptive of that announced and determined 
policy of the Government. 

Mr. Mason. I am sorry, but I am not able to speak authoritatively 
on FNMA, sir, for I don’t have the information. 

Mr. Parman. Has the recent increase in the discount rate affected 
the mortgage market in housing? 

Mr. Mason. It is too soon vet for us to have any indicators which 
would show whether it does or not. 

As you know, Mr. Patman, the discount rate does have an influence 
on the general price of money. In the housing market a great deal 
of the financing arrangements for the year have already been arranged 
by builders at this point. 

Mr. Patrman. That is right. There is a considerable lag there, I 
know. 

Mr. Mason. Yes, sir, and besides this, there is a considerable 
captive market for mortgage money, so to speak, in that funds, like 
building and loan associations’ funds, normally go into the building 
market and don’t go into commercial loans. Therefore, they tend 
to be available regardless, and when savings are good, as they are 
now, that puts a contratrend into this picture. 

Mr. Parman. I thought FNMA was really intended to support 
the market. Now you say it supports the market but you add that 
it is below the market. I don’t see how you can say that is supporting 
the market if it is below the market. 

Of course, it might be supporting it to the extent that it prevents 
complete disruption or confusion in the market. There is some 
support below, I suppose, is what you mean, but I thought FNMA 
was to support the market a hundred percent. I didn’t know that 
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we had ever endorsed a program where we would be below even the 
rong rates. 

How do you justify offering less than par for those mortgages? 

Mr. Mason. As lsay, Mr. Patman, the Federal National Mortgage 
Association does not come under the scope of the Federal Housing 
Administration, so I am not in a position to state. 

Mr. Parman. Does it come under your jurisdiction at all? 

Mr. Mason. No, sir; at one time, Mr. Patman, the Commissioner 
did serve on the Board, but I have not done that. 

Mr. Parman. That is all, Mr. Chairman. 

Mr. Brown. Dr. Talle? 

Mr. 'autun. No questions. 

Mr. Brown. Mr. Mumma? 

Mr. Mumma. Mr. Mason, you say these houses will be built 
according to each individual’s specifications, but there is a risk that 

the Government will have to take over these houses eventually, from 
men being moved from Cocoa out to Oak Ridge, or some place. 

Mr. Mason. Yes, sir; Mr. Mumma, there is always a risk involved 
in any one-industry community when that industry might move 
away, and the military is no different than an industry in this regard. 
It is a large employer of people, and if they decided to move. 

Mr. Mumma. An industry would tend to minimize that risk of 
individual conception of what a house could be, wouldn’t they? 

Mr. Mason. Well, this would be a matter of opinion; I think that 
some industry people would and some would not. 

Mr. Mumma. My point is that I don’t think those houses should 
be specialized, each one to somebody’s taste, because they are not 
putting much money into them, and the risk would all be somebody 
else’s. 

Mr. Mason. Of course, these houses would ail have to be built, as 
far as this program is concerned, under FHA standards, which would 
do away with the possibilitv of building extravagant buildings, if 
that is what you mean. 

Mr. Mumma. That is my point, but vou said that it would be sort 
of independent, or I was led to believe that, at any rate. 

Mr. Mason. Well, there would be freedom of choice within the 
program. 

Mr. Mumma. What would be the average cost, do you think? 

Mr. Mason. Well, they tell us that in this community these people 
would be living in houses costing from twelve to fifteen thousand 
dollars. This is not luxury housing, as you know. But these are 
young scientists and this is what their income would support. 

You see, Mr. Mumma, under the FHA program, the house has 
to fit the man’s income. 

Mr. Mumma. I rather think it should fit each family. You are 
going to see, there is going to be a lot of complaints, as each family 
grows up, that the house is not big enough. Have you heard that? 

Mr. Mason. You mean too many children and not enough bed- 
rooms? 

Mr. Mumma. Yes, sir. 

Mr. Mason. Certainly. You hear that all over the country. 

Mr. Mumma. They seem to build them that way. 

Mr. Mason. The present range of housing is largely being built to 
meet this. The newer houses in our program are not the 1- and 2 
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bedroom houses. Builders are producing 3- and 4-bedroom houses 
much more. 

Mr. Mumma. I think a house should be built and designed for the 
future, where the additional rooms, as they may be needed, in the 
years to come, could be added by simply adding, and not tearing out 
and remodeling. Would you think that is possible? 

Mr. Mason. I think it would be very poomare and quite practical. 

Mr. Mumma. We can’t get much higher than this percentage 
the mortgage, can we, 90 percent? Would that be a maximum? 

Mr. Mason. It would be just the same, sir, as under the regular 
FHA 203 program, 88 percent for the first $9,000 of appraised value 
on an existing house and 93 percent on a new house with 73 percent of 
all value over $9,000 up to a maximum mortgage of $20,000. 

Mr. Mumma. Do you know the houses at Oak Ridge? 

Mr. Mason. We have valued these houses for the Atomic Energy 
Commission at Oak Ridge; yes, sir. 

Mr. Mumma. The Atomic Energy Commission owned them, how- 
ever? 

Mr. Mason. They did; yes, sir. 

Mr. Mumma. And these valued employees are given a house. 
Couldn’t that be done to the same extent here? 

Mr. Mason. The Atomic Energy Commission is currently selling 
the houses, Mr. Mumma, to the individuals. They find that the 
individuals would rather live in houses owned by themselves than in 
houses owned by the Atomic Energy Commission. 

FHA has been called in to appraise the houses at Oak Ridge and at 
Richland, Wash. 

Mr. Mumma. What are those houses worth? 

Mr. Mason. I don’t have the figure, but it is a low figure 

Mr. Mumma. Thank you. 

Mr. Brown. Mr. Holland? 

Mr. Hotitanp. Don’t you have that right within the law today? 
Can’t you give a mortgage, within the law today, without this legis- 
lation? 

Mr. Mason. No, Mr. Holland; we can not. The statute provides 
that these loans which we insure under our regular program must have 
economic soundness. This is done for the protection of the individual 
who shares in the risk. I mean, he pays his downpayment and pays 
us a mortgage premium. We use this mortgage premium to defray 
losses, and we pay back to him, at the end of the period of his loan, 
when his loan is paid off, we pay back to him the part that is unused 
from what he has put in. This FHA conce pt of economic soundness 
means that where a group, such as the military is the sole employer, 
or the dominant employer in that area, that we must—that we cannot 
insure mortgages just on the basis of that need. 

We have had, as you know, sir, in the past few years, an excellent 
proof of the wisdom of this. You had, in housing legislation, a title 1X 
which provided for programing housing for the defense installations, 
where we needed to get housing for people working in defense plants 
during the war. 

This was put, just as this being done, into a separate program so 
that we could assume the extra risks involved without affecting the 
regular mortgage insurance program of the average citizen of our 
country. 


ot 
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We have now, in many sections of the country, this housing coming 
back to us, because there is no longer a need for it as defense plants 
have closed or moved to other areas. 

Mr. Hottanp. We are well acquainted with that in the Pittsburgh 
area. We have a considerable amount of that defense housing. 

How are the military, attached to these installations, housed? 

Mr. Mason. The military is housed, generally, under the rental 
housing provision of title VIII, under which rental housing facilities 
are built, under the new law, and owned by the Government. Mili- 
tary families are quartered in these facilities, and the military does 
have some people who live outside the post. But in the main, they 
want and feel that it is much better for them if their people in uniform 
live on the base. 

Mr. Hotianp. In most cases when they live outside the post, it is 
compulsory because they don’t have the necessary housing on the 
post; is that correct? 

Mr. Mason. That is correct. 

Mr. Houuanp. Are there any steps being taken to correct that? 

Mr. Mason. Yes, sir, there are. We have a very active title VIII 
program now, which is building this housing on the post. 

Mr. Hotuanp. I have a couple of nephews in the Regular Army, 
and they write me that they just can’t get a house, except by paying 
a terrific rent, in those post installations. 

Mr. Mason. The new housing being built under title VIIJ—and 
there are about 60,000 units so far being planned, with a total of a 
hundred thousand units in the program—will be assigned to military 
personnel in place of their regular quarters allowance. They will have 
no additional rent to pay. 

Mr. Hotuanp. That sounds like good news. 

Mr. Mason. It is. 

Mr. Brown. Are there any other questions? 

Mr. McVey? 

Mr. McVey. No questions. 

Mr. Brown. Mr. O’Hara? 

Mr. O’Hara. Mr. Mason, I notice that in the Senate report it states 
that the Redstone Arsenal in Huntsville, Ala., has an immediate need 
for some 241 housing units. Are you familiar with the situation io 
Huntsville? 

Mr. Mason. Yes, sir, Mr. O’Hara; not from personal inspection 
but from advice of people who have been there. 

Mr. O’Hara. Now, the 241 housing units immediately necessary, 
where are the people who will occupy those houses now living? 

Mr. Mason. I can’t answer that question. I believe there is ex- 
pansion, sir, which is going on in excess of the 241 units. 

Mr. O’Hara. There is an anticipation of a growth? 

Mr. Mason. The need for the military, yes, sir. The military is 
here, and they can be more specific on this. My understanding is that 
the need is for growth in this Redstone Arsenal plant, just as in the 
other places around the country—each one of these plants is expand- 
ing—and Redstone is expanding very materially during this year and 
next year. 

Mr. O’Hara. Are these housing units needed for scientists and those 
working with them? 
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Mr. Mason. Technical personnel, yes, sir, Mr. O’Hara. The mili- 
tary tells me that in this sort of program the number of ordinary 
laborer type of civilian employees is very small, and the number of 
technically trained people, scientists, and that sort of people, very high. 

Mr. O’Hara. I presume that it is reasonable to say that unless 
adequate housing is furnished them, or made available to them, it will 
be increasingly difficult to obtain the necessary number of scientists 
on this defense work? 

Mr. Mason. Mr. O’Hara, that is putting your finger exactly on the 
point. The point is that we don’t have enough technical people in 
this country. Industry is expanding, as you know, as well, and there 
is a competitive situation for this type of personnel. There is a patri- 
otic incentive that a citizen will recognize to a point; but if he is 
expected to bring his family to living conditions which are inadequate, 
he certainly can not be blamed too badly if he doesn’t do it. 

More than money, the compelling need is a proper place for these 
families to grow up. ‘That is why the military does not want to house 
them in barracks on the post, or in apartment houses on the post. 
These are the kind of people who want to live with other civilians, 
outside the post, and enjoy their regular civilian background in their 
living. 

Mr. O’Hara. From my experience with the Rains Housing Sub- 
committee, I reached the conclusion that our entire defense program 
is bogging down because of a lack of housing. Down in Puerto Rico, 
for instance, we found that the Government had spent as much as 
$150,000 in the training of a specialist in one instance who, because of 
family housing conditions, found it impossible to reenlist and remain 
in the service. I presume that is true as regards scientists who are 
so necessary to our defense program. 

Mr. Mason. And, Mr. O’Hara, you can see that this is even more 
true, because the person in uniform, at least, has enlisted for a certain 
period of years. Whereas, these people can say tomorrow, ‘TI don’t 
like it. I am going home.”’ 

Mr. O’Hara. Yes, sir, thank you very much. 

Mr. Brown. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Brown. I would like to know about what these units will cost 
and what they will rent for. 

Mr. Mason. These units, Mr. Chairman, are presumed to be for 
sale and not for rental, and the estimated price of housing which is 
being built and currently sold, certainly in Huntsville, and in Cocoa, 
Fla., runs from twelve to fifteen thousand dollars. The maximum 
that could be gotten on an FH A-insured loan is $20,000. 

Mr. Brown. Are there other questions, gentlemen? 

If not, you may be excused, Mr. Mason. 

We appreciate your testimony. 

Mr. Mason. Thank you, Mr. Chairman. 

Mr. Brown. Call the next witness, Mr. Clerk. 

The CLerk. The next witness is Mr. John H. Arrington, Chief, 
Family Housing Division, Office of the Assistant Secretary of Defense 
(Properties and Installations). 

Mr. Brown. Mr. Arrington, you may proceed. 
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STATEMENT OF JOHN H. ARRINGTON, CHIEF, FAMILY HOUSING 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(PROPERTIES AND INSTALLATIONS) 


Mr. Arrineton. I have a statement which I would like to read, 
if that is your pleasure 

Mr. Brown. You may proceed. 

Mr. Arrineton. | appreciate the opportunity to appear before you 
today on behalf of the Depariment of Defense io testify with regard 
to S. 3515, designed to assist in the provision of housing for essential 
civilian employees of the Armed Forces. 

As you know, we are already engaged in developing a substantial 
housing program for military personnel under the provisions of title 
VIIE of the National Housing Act, as amended, by the Housing 
Ame ndme nts of 1955. As of April 30, 1956, 64,947 units in 159 proj- 
ects have been approved for development by the 3 services under this 
program. Unfortunately, the existing title VIII authority does not 
represent a suitable vehicle for providing housing for civilian per- 
sonnel. 

Housing built under the existing title VIII authority will be Gov- 
ernment quarters on Government land, owned and operated by the 
military departments, and occupied principally by military personnel 
on the basis of forfeiture of quarters allowances. To the extent that 
existing, adequate rental housing in nearby communities can satisfy 
military needs, title VIII housing will not be built. For-sale housing, 
however, is not considered a proper solution for military personnel, 
who are transferred every 2 or 3 years, and should not be required 
to buy and sell a house at each new duty station in order to find shelter. 

Civilian personnel present a very different problem. Normally 
they seek permanent employment at a particular installation, without 
intention to move for the foreseeable future. Unlike military per- 
sonnel who normally are quite satisfied to have Government quarters 
on post, civilians prefer to live off base as part of the civilian commu- 
nity. For a great many understandable reasons, they prefer to pur- 
chase their own homes. Although they may be quite content to 
occupy rental quarters in an on- -base title VII project temporarily, 
generally they will move into adjacent civilian communities as soon 
as they find it possible to buy a home. If the military departments 
have programed a large number of on-base title VIII projects for such 
civilians, these departments are faced with the prospect of sizable 
vacancies; for unlike military personnel, civilians cannot be required 
to occupy available Government quarters. 

It will therefore be seen that the existing title VIII program does 
not offer an acceptable solution for this problem—the appropriate 
solution is the construction of private for-sale housing. Yet the con- 
struction of a sizable volume of such private housing is generally 
dependent on the availability of Federal Housing Administration 
mortgage insurance, which is currently not available in volume for 
this purpose, in areas where the principal activity is an expanding 
military installation. The FHA understandably regards such areas 
as one-industry communities, and the Commissioner of FHA does not 
find it possible to make the determination of ‘economic soundness” 
required for section 203 mortgage insurance. 
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A primary example of the type of problem described above is the 
case of Redstone Arsenal, in Haateville. Ala. With the location of 
the Army Ballistic Missile Agency and other research functions there, 
this arsenal is being developed as the principal research center for 
development of new weapons and techniques for the Army and, to 
some degree, for the other armed services. Facilities costing approxi- 
mately $126 million have been provided at Redstone Arsenal since 
1941; this amount includes $41.6 million in new permanent construc- 
tion since 1950 for rocket and guided missile work. Now, to assure 
utmost performance in this research program, an additional $30.3 
million of permanent construction is scheduled for fiscal year 1957 
and a $1.4 million expenditure is already planned for the following 
year. 

Currently civilian employment at the arsenal amounts to 6,600, 
but this number is sche duled to reach almost 11,000 by July of next 
year. According to firm staffing plans, about 3 percent of this num- 
ber will have salaries in excess of $10,000 per year and another 40 per- 
cent will earn between $5,000 and $10,000 annually. Based on our 
experience with technical and research personnel, it is estimated this 
employment level will contain more than 9,800 families, most of whom 
will seek permanent homes in the area. Since a survey of local con- 
ditions reveals that about 5,500 units of existing and prospective 
adequate housing can be relieed upon at this time, there is a deficit 
of 4,300 units. It is believed that an initial program to build 1,500 to 
2,000 units for civilian employees should be undertaken at the earliest 
possible date. 

At Redstone Arsenal, the shortage has become so acute that many 
applicants for scientific research work have cited lack of housing as 
the sole reason for declining proffered employment, and indications 
are that many more qualified and interested persons have not even 
applied for jobs because of their knowledge of the housing problem 
This same problem will soon become apparent at other research and 
ee installations, such as Patrick Air Force Base in Florida, 
China Lake Naval Ordnance Test Center in California, and Holloman 
Air Force Base in New Mexico 

Accordingly, the Department of Defense has supported S. 3515, an 
act to amend the National Housing Act, as amended, to assist in the 

rovision of housing for essential civilian employees of the Armed 
orces. However, the Department of Defense is opposed to guaran- 
teeing the armed services housing mortgage insurance fund as re- 
quired by this legislation. Housing built under this act would be 
provided for occupancy by civilian personnel not subject to military 
control and assignment. It would be inappropriate to require the 
Department of Defense to guarantee the fund where the occupants 
of the housing provided are not subject to its control, other than 
with respect to performance of duties. Moreover, it is believed that 
the fund will be sufficient to sustain whatever losses may be incurred, 
particularly if the insurance premium for mortgages insured under 
section 809 is established at a rate of one-half of 1 percent, a rate 
commensurate with that applicable to civilian housing mortgages 
insured under title IT of the act. 

That completes my statement, Mr. Chairman. 

Mr. Brown. How can we be sure that there will not be an over- 
supply of houses in these communities? 
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Mr. Arrineton. If the Secretary of Defense is accorded the 
authority to make certifications under the new legislation, we will 
exercise extreme care in reviewing our advance planning, and will 
only use the authority very sparingly. 

Redstone Arsenal, for example, because of the magnitude of invest- 
ment and because of the type of operation there, should be as perma- 
nent as anything in the Armed Forces. 

Mr. Brown. Are these civilian employees verv often transferred 
from one base to another? 

Mr. Arrincton. No, sir; they are not. Unlike military personnel, 
who are transferred regularly every 2 or 3 vears in the course of their 
military career, civilians tend to stabilize at one activity, providing, 
of course, they are satisfied with conditions of employment. 

Mr. Brown. Do you believe housing can be provided more quickly 
under this bill than under the regular military housing program? 
Mr. Arrincron. By that do vou mean title VIII as it now exists? 

Mr. Brown. Yes, sir. 

Mr. Arrineton. I believe that in manner of speed, it would be the 
same, but as I previously suggested, we don’t consider the existing 
title VIII] as an appropriate “vehicle. What is required is for-sale 
housing in the genni y for the greater pert. 

Mr. Brown. Mr. Wolcott, do you have any questions? 

Mr. Wotcort. No questions. 

Mr. Brown. Mr. O’Hara? 

Mr. O’Hara. As I understand it, these houses will largely be 
purchased by the scientists who are aig in these installations? 

Mr. ARRINGTON. ior ihe greater part, sir, that is true. 

Mr. O’Hara. So that be ine home owners they will have an incentive 
to ergy eel 

Mr. Arrinecton. That is correct, sir. 

Mr. O’Hara. It is difficult now to find enough scientists, is it? Is 
the military finding it increasmmgly difficult? 

Mr. ARRINGTON. Yes, sir. 

Mr. O’Hara. Is there competition between the armed services and 
the private industry in getting this personnel? 

Mr. Arrincton. That ts true. 

Mr. O’Hara. You find that the housing presents a difficulty? 

Mr. Arrincton. Yes, sir. 

Mr. O’Hara. And you think that if housing were made available to 
them under this program, it would minimize your difficulties in that 
regard? 

Mr. Arrtincton. Wedo. We feel it would help considerably. 

Mr. O’Hara. You know of no better suggestion to make? 

Mr. Arrincton. No, sir. 

Mr. O’Hara. Thank vou, sir. 

Mr. Brown. Dr. Talle? 

Mr. Tautur. No questions. 

Mr. Brown. Mr. Mumma? 

Mr. Mumma. Would this be an opportunity for some real-estate 
operator to come in there and build about 25 of these, knowing that 
he can’t lose, that the mortgage will be ample, and he would have 
control over the rents? That might defeat the purpose, might it not? 

Mr. Arrineron. It is largely contemplated that this housing will 
be for-sale housing, and it will be available within the community, 
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to designated individuals, that is, civilian employees, or employees of 
military contractors, in the same way that section 203 mortgage insur- 
ance is available. 

Mr. Mumma. Well, any real-estate operator could go into Hunts- 
ville, let’s say, and start to build 50 of these houses for sale, and the 
buyer would get an advantageous mortgage. 

Mr. Arrineton. He would not be able to build 50 houses on a 
speculative basis. He would have to line up the individual purchasers 
first. 

Mr. Mumma. He would? 

Mr. ArrineTon. Yes, sir; in order to obtain the advantages of 
this insurance. 

Mr. Mumma. And you people will watch it, will you? 

Mr. ArrineTton. I believe it requires the certification by the 
Secretary of Defense for certain designated individuals, and in order 
to get his financing, he would have to have a commitment from FHA 
on this insurance. 

Mr. Mumma. It could get involved, couldn’t it? 

Mr. Arrineron. That is the way I understand it. 

Mr. Fink. There would be speculative building, possible, in our 
opinion, sir, within the limits of the issued certifications. 

Mr. Mumma. That is what I thought. Because each individual 
employee is not going to look around for a contractor. It will be 
available to him as a package deal. 

Mr. Fink. That is right. 

The Cterx. My understanding, from the Housing and Home 
Finance Agency, Mr. Mumma, is that they would issue some commit- 
ments to builders, who have not vet made definite arrangements with 
identified purchasers. The number of these commitments, however, 
would be kept substantially below the number of certificates which 
have been issued by the Department of Defense. 

Mr. Arrineton. May I read a portion of the bill? It says— 

Provided that a mortgage insured under this section shall have been executed 
by a mortgagor who at the time of insurance is the owner of the property and 
either occupies the property or certifies his failure to do so as a result of a change 
in his employment by the Armed Forces or a contractor thereof, and to whom 
the Secretary— 
that is the Secretary of Defense— 
or his designee has issued a certificate indicating that such a person requires 
housing and is at the date of the certificate a civilian employee at a research and 
development installation of one of the Armed Forces of the United States or a 
contractor thereof and is considered by the Armed Forces to be an essential, 
nontemporary employee at such date. 

Mr. Mumma. Would you think the tendency among those people 
would be to rather rent than buy? I don’t know anything about 
Huntsville, but I do know Cocoa, and it seems to me that that might 
be so. 

Mr. Arrineton. I think, sir, we have a slightly different problem 
at Cocoa. I believe there are a larger number of civilian employees 
there who are there on temporary assignment by private contractors 
who are working with the Air Force in the Cocoa project, and they 
may be in Cocoa for 4 to 6 months. That type of civilian will prefer 
rentals, yes, sir. But normally a civilian who is stationed perma- 
nently at an installation, we believe, will prefer housing-for-sale. 
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Mr. Mumma. Are there a lot of trailers at such installations? 

Mr. Arrineton. Perhaps Colonel Troutman could answer that. 

Colonel Troutman. I have not been there, but I am told that there 
are not. 

Mr. Mumma. Well, these people often like trailers. Take for in- 
stance around Middletown. There are a lot of large trailer installa- 
tions there. They are, of course, more or less divided between the 
military and the civilians. A lot of that housing where it doesn’t look 
too permanent, supplied by the trailer. 

Mr. ArrinGton. I believe there is a segment of the demand which 
is fulfilled by trailer use. 

Mr. Mumma. That is all I have. Thank you. 

Mr. Brown. Mr. Holland? 

Mr. Houuanp. If the Secretary of Defense is to certify need, why 
should he not also guarantee the insurance fund against loss? In 
other words, would not the requirement of a guaranty make the , 
Secretary of Defense very careful in the certification of the need? 

Mr. Arrincton. Mr. Holland, we do intend to be extremely care- 
ful in programing under this legislation in any event. We are reluc- 
tant to guarantee the insurance fund because we will be talking in 
terms of individual, privately owned houses, scattered throughout the 
civilian community, over which we have no control. 

We have a different situation under the present title VIII housing, 
which is built on Government land, and over which we do have control. 

Mr. Hoitianp. What control would you need? If the Secretary 
of Defense had made a certification of need, isn’t that enough of an 
admission that it must be built? 

Mr. Arrineton. In the event that, for some not presently foresee- 
able reason, some of these houses should go into default, we might 
find ourselves in the position, for example, of owning scattered prop- 
erty throughout the civilian community. 

Mr. HoLuanp. Well, you are owning a lot of scattered properties 
throughout the communities now, which you are giving away at terrific 
prices. 

At the same time, I think the housing of people working at these 
installations is a ‘‘must’’. At the present time you people are building 
millions and millions of dollars worth of foundries and putting them 
in moth balls, with the idea that some day you may need them. 
Don’t you think the people who work at these installations need 
housing? 

Mr. Arrinaton. The question of the foundries is a little outside of 
my scope, sir. 

I do agree as to the urgency of the need for this housing, but we feel 
that, since this if for-sale housing, since there will be a substantial 
down payment on the part of the purchaser, since the FHA will have 
the protection of mortgage insurance premium, which could approp- 
riately be made one-half of one percent, we feel it more appropriate 
that a guaranty not be required of the Department of Defense. 

Mr. Ho.uanp. It sounds like passing the buck to me, the good old 
Army game. 

Mr. Arrineton. I may have some further language on that, which 
was contained in the letter which we wrote to the committee. 

In a letter under date of April 27 to Mr. Spence, there is a statement, 
in part, saying: 
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In any case it is believed that provision for such guaranty is surplus and 
undesirable, even if there should be default and insufficient moneys in the fund, 
the Government, not the Federal Housing Administration, or the Department of 
Defense, would, in the last analysis, be required to make up such loss. To 
require the Department of Defense to seek funds for any deficiency that might 
arise in other Government agency accounts would only appear to complicate the 
program. Therefore, it is reeommended that the last two sentences of section 
809 (b) be deleted. 

Mr. Houtuanp. You admit they need it. At the same time you 
don’t want to be held responsible for paying any bills. 

Mr. ArrincTon. Well, sir, that is a difficult question for me to 
answer, but we feel that we have a valid program, even without the 
guaranty. 

Mr. Brown. Do you have any other questions, Mr. Holland? 

Mr. Houianp. Is the Department of Defense against this bill as 
is now written? 

Mr. Arrineton. The Department of Defense supports the bill. 
However, we would prefer not to see the guaranty requirement 
enacted. 

Mr. Houuanp. It is a left-handed support, though. You support, 
but at the same time vou object to the way it is carried out. 

Mr. Mumma. Mr. Holland, may I interrupt a minute? 

Mr. Brown. Mr. Mumma, I will recognize you later. 

Mr. Mumma. I am sorry, Mr. Brown. 

Mr. Brown. Do you have any other questions, Mr. Holland? 

Mr. Hotuanp. That is all. 

Mr. Brown. Mr. McVey? 

Mr. McVey. I have one question, Mr. Chairman. 

I have been wondering what financial responsibilities have to be 
met by the individual who wants to purchase one of these homes. 
What qualifications does he have to meet in this respect? 

Mr. Arrineton. It is my understanding that the downpayment 
requirements, by the private purchaser, are 5 percent on the first 
$9,000, and 25 percent on the balance of the mortgage above the 
$9,000 figure. So he must have his downpayment requirement, he 
must be certified by the Secretary of Defense as a permanent employee, 
and the FHA, in making their credit evaluation would, of course, 
relate his earning capacity to the price of the house that he wished 
to buy. 

Mr. McVey. That is all, Mr. Chairman. 

Mr. Brown. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Brown. Mr. Vanik? 

Mr. Vanik. I have no questions at this point. 

Mr. Brown. Mr. Mumma, I will recognize you now. 

Mr. Mumma. Thank you, Mr. Chariman. 

This matter of the guaranty eventually gets back to which agency 
of the Government takes the loss on the books? 

Mr. ARRINGTON. Yes, sir. 

Mr. Mumma. Uncle Sam loses eventually, only you don’t want to 
have a discredit for a certain percentage of your loss being higher than 
that of the others, isn’t that it? 

Mr. Arrineton. We have a backing of the military title VIII 
program, which is much more sizable than the one we are discussing 


-~ 


it 








20) HOUSING FOR CIVILIAN EMPLOYEES OF ARMED FORCES 


here. There we are, for example, guaranteeing the payment of the 
mortgage notes and other obligations. 

Mr. Mums. That is a direct responsibility of yours, though. 
That is a sort of a 50-50 deal, and nobody wants to take the credi 
for the loss if there should be one. 

Mr. Arrinctron. We feel it is a somewhat different situation. 

Mr. Mumma. Thank you. 

Mr. Wotcorr. Mr. Chairman. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. Has the Department of Defense cleared its position 
with the Bureau of the Budget? 

Mr. Arrineton. This particular point was taken up with the 
Bureau of the Budget, which stated, as I recall, that it had no objec- 
tion to our presenting our views on this particular matter. 

In the same letter that I read from previously, the Bureau of the 
Budget has advised that while it has no objection to the submission 
of this report, it believes that the guaranty provisions in S. 3515 
“might assist in providing adequate housing for essential civilians.” 

Mr. Wotcorr. This amendment apparently was written in the 
Senate committee, and the Senate committee report states that the 
Bureau of the Budget approved the bill, as amended. So the Bureau 
of the Budget has apparently sovled this problem as between the 
Department of Defense and the FHA, has it not? 

Mr. Arrineton. Yes, sir, in that sense, that is the administration’s 
position. 

Mr. Wotcorr. Well, does the Department of Defense want this 
committee to take a position different from the Bureau of the Budget? 

Mr. Arrinrton. I can only say that the Department of Defense 
would like you to consider the various elements involved, reaching 
what appaears to be the most equitable determination. 

Mr. Wotcorr. Apparently the Commissioner of FHA will not 
insure these under his general provisions, and there is nothing in the 
position taken by the Bureau of the Budget, which we presume 
represents the President, to indicate that the FHA Commissioner 
should take any different attitude than he has taken. So are we going 
to be deadlocked here as between these two agencies, and not get any 
of this housing if we don’t pass this bill as amended? 

Mr. Arrineron. Under the circumstances of having the bill as 
now written and not having the bill, we would prefer to have the bill 
as now written. 

Mr. Brown. Are there any other questions? 

Mr. O’Hara. Mr. Chairman, I would like to ask one more question. 

Mr. Brown. Mr. O’Hara. 

Mr. O’Hara. Scientists are a necessary part of the research pro- 
gram of the Defense Department, are they not? 

Mr. Arrineton. That is correct, sir. 

Mr. O’Hara. And the Defense Department at the present time and 
for a number of past years, has been spending in excess of $1 billion 
a year for research? 

Mr. Arrinetron. That is true. 

Mr. O’Hara. I merely wanted to get that into the record. I 
think that has a bearing on the relative unimportance of any losses 
that might result from the Defense Department guarantees. 
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Mr. ArrRINGTON. Yes, si. 

Mr. O’Hara. That is, even though there were some losses on the 
Defense Department guarantees, the loss would be a very small frac- 
tion of the $1 billion or more a year which is now spent on research. 

Mr. Arrineton. That is true. 

Mr. O’Hara. Thank vou, sir. 

Mr. Brown. Are there other questions? 

Mr. Vanikx. Mr. Chairman, I have a question I would like to ask. 

Mr. Brown. Mr. Vanik. 

Mr. Vanik. In the Senate report of the bill, as you have testified, 
it is stated that it is believed the need for the guaranty is superfluous. 
Then quoting from page 5, paragraph 4, of the report, Senate report: 

To require the Department of Defense to seek funds for any deficiencies that 
might arise in other Government agencies would appear only to complicate the 
program. 

And then the request is made for the deletion of the last two sen- 
tences of section 809. 

My question is: Why should the Secretary of Defense guarantee 
the defense housing fund on title VIII mortgages? 

Mr. Arrincton. The existing title VIII mortgages? 

Mr. Vanik. Yes, sir. 

Mr. Arrinetron. As contrasted from the new? 

Mr. Vanik. That seems to me to be one and the same. 

Mr. ArRINGTON. Except that the existing title VIII mortgages 
will be on Government land, and the mortgagor corporations will be 
owned and controlled by the Government. 

Mr. Vanik. It seems like a very narrow line of demarcation. If it 
is justifiable in one place, it is in the other, or it should carry on through 
for both. 

Mr. Arrineaton. This new housing as proposed, as I mentioned, will 
be for-sale housing in the civilian community, in scattered locations, 
and we will have no direct control, for example, over the design, which 
we do have under the military portion of title VIII. 

Mr. Vanik. That is all. 

Mr. Tatts. Mr. Chairman. 

Mr. Brown. Dr. Talle. 

Mr. Tauuie. Mr. Chairman, I am looking at the report which ac- 
companies the bill, on page 2, at the bottom of the page, where the 
report says: 

The essential civilian employee is now as integral a part of the Armed Forces as 
the man in uniform. 

I agree with that, and it would seem that if the essential civilian 
employee occupies such a place in our Armed Forces, then any loss 
that might occur or result from a program of this character should 
reasonably be charged off as a defense cost. 

Mr. Arrinctron. If it is necessary to obtain the housing, yes, sir. 

Mr. Tauue. Thank you, Mr. Chairman. 

Mr. Brown. Are there any other questions, gentlemen? 

If not, thank you very much, Mr. Arrington, for your testimony. 
It will be considered. 

The committee will adjourn, to meet at the call of the Chair. 

(Whereupon, at 11:23 a. m., the committee adjourned, to reconvene 
at the call of the Chair.) 
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